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Friday, February 21, 2014


--- On commencing at 9:30 a.m.


MR. BATTISTA:  Counsel will be joining us at some point, so there is no reason in not starting.


This is a technical conference in the matter of Veridian Connection Inc.’s order (sic) for just and reasonable rates to be effective May 1, 2014.


And this is the technical conference to gather more information, and further discovery on the interrogatory responses which Veridian filed on February 18th.


So we might as well begin with appearances, starting with the intervenors.


MR. HARPER:  My name is Bill Harper.  I'm here on behalf of VECC.


MR. AIKEN:  Randy Aiken, on behalf of Energy Probe.


MR. RUBENSTEIN:  Mark Rubenstein on behalf of the School Energy Coalition.


MR. BATTISTA:  And Veridian appearances?


MS. McLORG:  Laurie McLorg, Vice-president and CFO.


MS. STRONG:  Tracy Strong, manager of corporate planning.


MR. ARMSTRONG:  George Armstrong, vice-president of corporate services.


MR. ZEBROWSKI:  Steve Zebrowski, regulatory affairs analyst.


MR. SMITH:  Craig Smith, manager of planning and maintenance.


MR. PETREW:  Peter Petrew, VP engineering.


MR. TURNEY:  Mark Turney, VP operations.


MR. BATTISTA:  And on behalf of Board Staff?  Oh, sorry.


MR. TAYLOR:  Andrew Taylor, counsel for Veridian.


MR. SCARFFE:  Rob Scarffe, executive vice-president of customer services and IT.


MR. BATTISTA:  And on behalf of Board Staff, Richard Battista, as case manager.


MR. ZWARENSTEIN:  And Edik Zwarenstein, standing in for the Nabih Mikhail.


MR. BATTISTA:  We might as well -- oh, just as a caution, would you speak up?  It's good for the transcription service to hear what's being said.  Otherwise it is very difficult for the court reporter to keep up.  So don't be shy about speaking at a good level.


In terms of administrative matters and how we're going to proceed, normally, using the list of issues is a good way because the interrogatories are organised on that basis.  So if anyone disagrees with that process, can you let me know?


MR. AIKEN:  I say I would disagree.  It is better if we go intervenor by intervenor.


MR. BATTISTA:  Is there a consensus on that amongst the intervenors?  Intervenor by intervenor?  Okay.


MR. AIKEN:  And Bill wants to go first.

MR. BATTISTA:  Yes, I was aware of that.  That was my second administrative matter, and I guess that will release Bill earlier, since, I guess, he will be the first one to start.


MR. HARPER:  Do you want to start now, Richard, or does Veridian have anything they'd like to say to start off with?  I just wanted to make sure.

VERIDIAN CONNECTIONS - PANEL 1


Laurie McLorg


Tracy Strong


George Armstrong


Steve Zebrowski


Craig Smith


Peter Petrew


Mark Turney


Rob Scarffe

Questions by Mr. Harper:


Actually, I am focussing on just a couple of issues, and the first issue area is issue is 7.6.  In that regard, I'd like you to turn up to your response to Energy Probe number 50, part (b).  Maybe you can give me a shout or a nod when you're there, and we'll proceed, okay?

Here you are asked about your forecast for SSS admin revenues, and you indicate in response it was based on -- it was forecast based on the forecast number of customers.


I guess we just want to clarify.  That would be -- when you say number of customers, would that be primarily the customers in the residential and GS less than 50 classes, the ones that sort of make up the bulk of the RPP customers?


MS. STRONG:  Yes, that's correct.


MR. HARPER:  And you can turn up if you want, or not if you don't want to, but in Energy Probe 57 and 58, you provided customer account numbers, actuals for 2013 and your forecast for 2014.


Maybe we can confirm that.  Between your actuals for 2013 and your forecasts for 2014, you are forecasting an increase in the total number of residential and general service less than 50 customers in the combined service area for Veridian in Gravenhurst; would that be correct?


MS. McLORG:  Yes, there is an increase.


MR. HARPER:  It’s a small one, but obviously an increase.


Maybe if you can turn back to actually in Energy Probe, response to 7.6, Energy Probe number 49.  Here you are reporting actually your actuals for 2013, the unaudited data.  But your actuals for 2013 are showing excesses in admin revenues of a little over $387,000.


And, I guess, in your -- you are forecasting for 2014 a number that is significantly less than that, $357,000. I was wondering why, based on the conversation we've just had, wouldn’t it be reasonable to expect that SSS admin revenues for 2014, that something in excess of the 387,000?  And if that wasn't the case, if you can explain why?


MS. STRONG:  The 2014 estimate was just that.  It was an estimate of the customer account.


MR. HARPER:  So do you think it would be reasonable to revise it upwards at this point in time?


MS. STRONG:  I can do an adjustment.  I can recalculate that for you.


MR. HARPER:  We can talk about that next week.  I just wanted to sort of lay some groundwork.  If you'd like to do it, that would be fine, but I don’t necessarily need it at this point.


MR. BATTISTA:  No undertaking is required?


MR. HARPER:  Not from my perspective.  The second one I would like to turn to under the same issue area is Staff number 33.  This deals with the specific service charges.

And again, the Staff was asking you why the specific service charges were going down between 2013 and 2014, and you attributed it primarily to reductions in two accounts, collection charges and reconnection charges.  And the decrease between the two years is about $188,000.


And I was just wondering -- the numbers in this IR response are the forecast that you did for the bridge year 2013; correct?


MS. STRONG:  Sorry, can you repeat that?


MR. HARPER:  The numbers that you provided for 2013 in the IR response to Staff 33, for collection charges and reconnection charges, they are the forecast that you had in your original application?


MS. STRONG:  Yes, they are.


MR. HARPER:  Would you actually be able to provide the actual unaudited results for 2013 for those two sub-accounts?


MS. STRONG:  Yes, I can do that.  Not right away, though.


MR. HARPER:  No, if you do it now -- sometime later on during the day, I imagine you can look it up and do it fairly quickly.

I guess I was just curious -- you know, we can wait and see what the actuals are, but why in those particular accounts you were calling for such a substantial reduction in the revenues from 2013 to 2014.


MS. STRONG:  The 2014 was based on an average of 2010 to 2013 numbers, and the numbers for connection -- collection charges and reconnection fluctuates through the years.  So that's why I used an average over the four years.


MR. HARPER:  Okay, fine.  Thanks.


The next area I'd like to move on to is issue 8.1, which is dealing with the load forecast, and here I'd like you to turn up to your response to Energy Probe number 59.

Actually, what it was is Energy Probe had asked you if you'd had any preliminary estimates of savings for 2013 CDM programs, and you'd indicated that you didn't have any preliminary estimates.

I just wanted to follow up on that, because we've been dealing with a number of other utilities and they've all been providing us basically what they've gotten is the third quarter reports from the OPA, showing what their progress to date for the first three quarters, in terms of actual program delivery for 2013 is.  And I was wondering if -- why you hadn't gotten a similar report, or, if you had one, whether you could provide it for us.


MR. ZEBROWSKI:  That's correct, we do have the report.  We haven't made estimates for 2013 year-end, but we can provide that report.


MR. HARPER:  If you just provide the report itself, that would be great, thanks.


I'd like to go to your main application now -- sorry?


MR. BATTISTA:  Do you want an undertaking on that one?


MR. HARPER:  Yes, please.  I’m sorry, yes.


MR. BATTISTA:  So that would be Undertaking JT1.1, and that's to provide?


MR. HARPER:  A copy of the OPA's third-quarter 2013 preliminary results.


MR. BATTISTA:  Okay.  Thank you.

UNDERTAKING NO. JT1.1:  TO PROVIDE A COPY OF THE OPA'S THIRD-QUARTER 2013 PRELIMINARY RESULTS


MR. HARPER:  Just on that, Mr. Battista, do I need to backtrack?  We talked about getting the -- and I'm sorry, I skipped over it -- talked about getting the actual unaudited results for the specific charges and the collection charges for 2013, and they'd undertaken to do that.  I don't know, do we need to sign that --


MR. BATTISTA:  I didn't know whether you were treating that in the same way of their informal --


MR. HARPER:  No.


MR. BATTISTA:  -- undertaking, you know, the first question, and you were going to deal with that offline and --


MR. HARPER:  No, I think it would be useful if we had those -- if we had that.


MR. BATTISTA:  We can make that JT1.2.


MR. HARPER:  That would be fine.


MR. BATTISTA:  And that would be?


MR. HARPER:  Just the actual unaudited 2013 results for the -- I believe it was collection charges and reconnection charges?


MR. BATTISTA:  Under specific service charges.


MR. HARPER:  Yes.


MR. BATTISTA:  Okay.  Thank you.

UNDERTAKING NO. JT1.2:  TO PROVIDE THE UNAUDITED 2013 RESULTS FOR COLLECTION CHARGES AND RECONNECTION CHARGES


MR. HARPER:  Okay?


MR. BATTISTA:  Yes.


MR. HARPER:  Moving on to the load forecast, if you could turn up your main application, it was Exhibit 3, tab 3, schedule 1, page 3.  And there is a table there called "Table 2".


MS. McLORG:  Tab 3?


MR. HARPER:  Exhibit 3, tab 3, schedule 1, page 3.


MS. McLORG:  That's the approach to conservation and demand management?


MR. HARPER:  Right.  And under table 2 is a schedule to achieve the four-year kilowatt hour and kilowatt targets.


MS. McLORG:  331, page 3.


MR. HARPER:  Okay?  Okay.  I'd just like -- if you are looking at the table, if you look at the 2012 program savings there, you have about 8.458 gigawatt hours in 2012, declining down to about 8.4 gigawatt hours in 2014.  Do you see that row there?


MR. ZEBROWSKI:  This was table 2?


MR. HARPER:  To table 2; that's right.


MR. ZEBROWSKI:  Okay.


MR. HARPER:  There's percentages, and then there's kilowatt hours, and it is somewhere about 8.5, 8.4 going along that row, as you go down.


I'd like you to just keep those numbers in mind, and I'd like you to go to your response to VECC 50, where you provided the OPA reports for 2011 and 2012?  And if you go to the 2012 report; I'd like to you turn up page 8.


MR. ARMSTRONG:  Sorry, just give me one minute here.


MR. HARPER:  Sure.  I know there's a lot of pages there to try and flip through.  The top of the page says "progress towards CDM targets".


MR. ZEBROWSKI:  And this is in the OPA attachment?


MR. HARPER:  Yes, this is the OPA attachment.  It is the 2012 report.


MR. ZEBROWSKI:  I might just open -- I'm having problems with finding it in the rate application.


MS. McLORG:  It is the IR response, attachment 2 to the IR response.


MR. ZEBROWSKI:  Yeah, for some reason I can't find it in my electronic...  do you have a hard copy?


MR. BATTISTA:  Laurie, speak into the mic.


MR. HARPER:  And actually, I apologize.  I was looking -- actually looking at the line for the 2011 savings, but the numbers for -- and if I look at the OPA report you will see under 2011 for the line verified, it is about 9.3 gigawatt hours, declining to 9.2 in 2014, for a total of 37.2 gigawatt hours?


If I go back to your evidence, and I look at the line for 2011, you've got 8.5 in the starting years, decline to 8.4, for a total of only 34 gigawatt hours, as opposed to 37.2, and I was wondering if you would agree there is a need to revise the tables.  You know, there is a discrepancy between these two, and if either of the OPA numbers are incorrect or there is a need for you to revise your evidence, as opposed to what CDM savings are in each year, to reflect the OPA report for 2012.


MR. ZEBROWSKI:  I'll look into it.  I think the issue might be there was an adjustment made to the 2011 numbers in the 2012 report.  I'll confirm, though.  If that's not the case, I can --


MR. HARPER:  Okay.  Maybe at the end of the day, if there needs to be a revised table, would it be possible for you to provide a revision to table 2 based on what's your best information now in terms of what the savings are for 2011-12 and where you see yourself going '13 and '14 in order to get your overall target?


MR. ZEBROWSKI:  I believe so, yeah.


MR. BATTISTA:  Do you require a formal undertaking?


MR. HARPER:  Yes, please.  Yes, please.


MR. BATTISTA:  So give it to me.


MR. HARPER:  To review table 2 referenced from the main application and in conjunction with the OPA 2012 report and update table 2 as necessary.


MR. BATTISTA:  So that would be Undertaking JT1.3.

UNDERTAKING NO. JT1.3:  TO REVIEW TABLE 2 REFERENCED FROM THE MAIN APPLICATION AND IN CONJUNCTION WITH THE OPA 2012 REPORT AND UPDATE TABLE 2 AS NECESSARY


MR. HARPER:  Okay?  Actually, if you could turn up -- we're now into cost allocation, which is issue 8.2 -- turn up VECC 55, please.


MS. McLORG:  Yes.


MR. HARPER:  Here they're talking about sort of the distinction between connections versus devices for street lights, and you indicated that the ratio you're using in your current allocation is based on what you'd had filed in the 2007 cost allocation informational filing?


MS. STRONG:  That's correct.


MR. HARPER:  And I assume that would probably be based on, like, 2006 -- information as to the situation that existed somewhere around 2006?


MS. McLORG:  That's correct.


MR. HARPER:  Since then I guess I was just trying to understand what changes there might have been to the Veridian service area.  Could you remind me when you acquired -- would these numbers have included Gravenhurst back in -- if they were 2006 type numbers?


MS. McLORG:  The cost allocation studies done in -- the 2007 CASs were done separately for Graven -- there was a separate one for Gravenhurst, a separate one for Veridian.


MR. HARPER:  But this represents sort of an amalgamation of --


MS. McLORG:  It does.


MR. HARPER:  -- the two then.  So the only other change was --


MS. McLORG:  2005 was when we acquired Gravenhurst.


MR. HARPER:  So the only other minor change then would have been your acquisition of Scugog Hydro, I assume --


MS. McLORG:  No, that was in 2005 as well.


MR. HARPER:  Well, okay.  Fine.  I just wanted to confirm that this is representative of your current service area.


MS. McLORG:  It is.


MR. HARPER:  So that's fine, thanks.  If you could turn up your response to Consumers Council of Canada number 32, which is under issue 8.3, should be.

MS. McLORG:  Yes.


MR. HARPER:  Here you talk about the process you're going to go going through with new customers to determine whether or not they are residential or residential-seasonal customers?


MS. McLORG:  Correct.


MR. HARPER:  I was going to ask do you have any plans -- given this new definition of residential-seasonal, do you have any plans, in terms of practically advising your existing customers, particularly your residential-seasonal customers as to what the new definition for residential-seasonal is, and for them a process whereby which they can,  if they don’t believe -- they no longer qualify, they could not qualify for pure residential classification, what they could do in order to change the customer classification?


MS. McLORG:  We hadn't contemplated -- it is not that we haven't contemplated.  We haven't fully thought out what exactly what the customer communication would be.


As I stated in the interrogatory response, new customers would be advised and would be asked to certify information we put up on our website on the definitions, and possibly bill inserts, that type of communication to existing customers.


MR. HARPER:  But there is some view that there will be some formal communication going to existing customers --


MS. McLORG:  I think that's planned, yes.


MR. HARPER:  -- outside something -- you know, your normal tariff sheet posted on your website sort of thing?


MS. McLORG:  Correct.


MR. HARPER:  Okay, fine.  If you could -- based on the cost allocation that you ran with the seasonal densities, you probably don’t have to look it up, but I think you came up with a revenue cost ratio for seasonal of about 82 percent.


MS. McLORG:  It’s in that neighbourhood.


MR. HARPER:  Something in that order?  And in VECC 58, we asked you to provide a cost allocation run without the densities.


MS. McLORG:  Yes.


MR. HARPER:  And there -- you don't have to look it up, but you can if you want, I think the revenue cost ratio came out at 195 percent?


MS. McLORG:  It was very high.


MR. HARPER:  Which is -- basically suggests that the density weightings basically more than doubling the costs that are being allocated to your seasonal residential customers?


MS. McLORG:  They are the primary driver for the allocation, yes.


MR. HARPER:  I'm not going to ask you to do any work on this.  I just want to understand what your capabilities are right now, so don't get worried as I go down this line of questioning.  But did you have a GIS system for your Gravenhurst service area?


MS. McLORG:  We do.


MR. HARPER:  Does that allow to you track the location of the customers, in terms of knowing what customers are on what feeders in your Gravenhurst service area?


MS. McLORG:  Yes, it does.


MR. HARPER:  So you would be able to, if you had to, be able to identify where residential-seasonal customers were, on what feeders, how many were on what feeders as opposed to other types of customers, if need be?


MS. McLORG:  Yes, we can.


MR. HARPER:  And just to confirm again, you really haven't looked at this question of seasonal and seasonal density.  I think you said -- we asked you the last five years, and you said no, it goes back considerably more than that; would that be fair to say?


MS. McLORG:  We haven't conducted a study to understand how density factors in specifically with the residential-seasonal class.  So the existing classifications within the Gravenhurst current tariff were adopted by Gravenhurst Hydro when they acquired the additional service area from Hydro One, and then it's been carried over in the current tariff from when we acquired Gravenhurst Hydro.


MR. HARPER:  Okay, fine, thanks.  Like I said, I wasn't going to take it any further than that.


My last question is dealing with VECC 59 and that is under issue 8.5, other service charges -- other charges.  In here -- let me just see if I can find myself here.


In here we basically asked you to update your calculation of the -- update your calculation for the actual -- for the actual rates that Hydro One had, as opposed to just the proposed rates which you'd used in your original application.


MS. McLORG:  Yes.


MR. HARPER:  And actually I just want to confirm, because when I looked at the rates you provided here, they were actually exactly the same as the ones you had in your application.


I just wanted to confirm that.  That was because there wasn't much of a change from the proposed to the actuals, and these are the actual rates based on the actual 2014 Hydro One charges?


MS. McLORG:  I believe I put the correct table, but I will check that because there were some changes.


MR. HARPER:  I know there were minor changes in the rate, but they may have -- I just want to confirm that we had the right table here, and those changes were really just rounding issues at the end of the day, as opposed to having the wrong table in the evidence.


MR. BATTISTA:  We might as well put that down as an undertaking.


MS. McLORG:  To verify, okay.


MR. BATTISTA:  That will be undertaking JT1.4 and that will be to verify that the most recent Hydro One rates are reflected in the retail.

UNDERTAKING NO. JT1.4:  to verify that the most recent Hydro One rates are reflected in rates shown in VECC IR 59, table 1


MR. HARPER:  In the rates shown in table 1 of response to VECC 59.


MS. STRONG:  That's the 2014 rates.


MR. HARPER:  The 2014 rates, that's correct.  Those are all of my questions, thanks.


MR. BATTISTA:  Thank you.  Randy, are you next, or is it Mark?


MR. BATTISTA:  Randy.
Questions by Mr. Aiken:


MR. AIKEN:  The finger is being pointed at me, so I guess I'm next.


My first question centres around the OM&A expenses that the 2013 actual numbers that have been provided.  I know that the 2013 numbers have been updated in a number of tables, but I couldn't find an update to the normalized 2013 numbers.


So if you could turn to exhibit 4, tab 1, schedule 2 -- again, exhibits 4, tab 1, schedule 2, and I am looking at table 1 which is a normalized appendix 2-JA.


If it is already in interrogatory responses someplace, could you tell me where?  And if not, could you just simply update this?


MS. McLORG:  I don't believe we revised this table for the normalized for 2013 actuals.  We can provide that.


MR. AIKEN:  Okay.


MR. BATTISTA:  So that would be undertaking JT1.5 and that's update of table -- can I have the reference please?


MR. AIKEN:  Table 1 of exhibit 4, tab 1, schedule 2.


MR. BATTISTA:  Thank you.

UNDERTAKING NO. JT1.5:  To provide an update to Exhibit 4, tab 1, schedule 2, table 1


MR. AIKEN:  And then my next question is probably going to be part B of that undertaking, and it is in the response to 4.2, Energy Probe 13.


I had asked to please provide a version of appendix  2-L in attachment 3, from exhibit 4, tab 1, schedule 2, that reflects a normalized OM&A expenditures in table 1 of exhibit 4, tab 1, schedule 2.


And the attachment provides it, but what I would like you to provide is, again, update this for your 2013 actuals, including actual number of FTEs and customers that are shown on the bottom part of the table.


MS. McLORG:  We can do that.


MR. BATTISTA:  Thank you.
UNDERTAKING NO. JT1.6:  TO update exhibit 4, tab 1, schedule 2, attachment 3, appendix 2-L to include actual number of FTEs and customers


MR. AIKEN:  Now most of my remaining questions, if not all, are on issue 7.1, so I am starting with the response to 7.1-CCC-27.


This deals with capital projects that were not completed in 2013, and some of them were pushed forward to 2014.


There is an attachment there, modified appendix 2-AA capital projects table, and what I'd like an explanation for is, if you look at the bottom -- bottom line numbers, the last three lines, we have a total, the last capital contributions and the total net expenditures.


For 2013, I see the totals are down about 10 million, the capital contributions are lower by about 4 million, and you get the resulting difference.


Then when you move into 2014, we have the original forecast, then you have three columns of adjustments to come up with the revised forecast.  So the total goes from 46 million to 41, and the total net expenditure goes from 30.7 to 30.8.


My question is: Why is there no change in the level of capital contributions, especially for those projects that were bumped from 2013 to 2014?


The contributions seem to have disappeared, if there was contributions for projects that didn't occur in 2013, but were forecast.


Maybe to help you I can break it down into maybe three parts.  The first column for the adjustment for 2014 is "project carryover from 2013".  Right.  So am I right that there are no capital contributions associated with those projects that total the 9.3 million that's been carried over from 2013 to '14?


MR. SMITH:  No, there were contributions associated with some of the projects that have carried over.


MR. AIKEN:  Okay.  And then in the second column, for 2014, these are the removal of projects.


MR. SMITH:  Correct.


MR. AIKEN:  Moved out of 2014.  And should there have been capital contributions associated with those projects that should have been removed?


MR. SMITH:  There are contributions associated with those, yes.  Those have been --


MR. AIKEN:  And --


MR. SMITH:  Sorry.


MR. AIKEN:  Okay.  And then similarly for the third column, the additions to 2014 from your original forecast, there would be contributions -- or there may be contributions associated with those.


MR. SMITH:  Maybe with those.


MR. AIKEN:  So my question is, can you update this and show the changes in the capital contributions?  Because it seems you've indicated there are contributions associated with at least two out of these three columns.


MR. SMITH:  Right.


MR. AIKEN:  And yet they don't seem to be reflected in your revised forecast for 2014.


MR. SMITH:  It was just not individually updated at the bottom of those columns, so in the final column, "revised 2014 test year", that column, at the bottom of that, the final lines, the combined effect of the moves into '14 or out of '14 are consolidated there in that contribution number.


MR. AIKEN:  So the 10.75 million is a change from your original forecast.


MR. SMITH:  Yes, this is reflecting those cumulative changes for in and out of '14.


MR. AIKEN:  Okay.  Then can you break out the change in the contributions based on these three columns?


MR. SMITH:  Yes, I can.


MR. AIKEN:  Okay.


MR. BATTISTA:  So that would be Undertaking JT1.7, and that would be to update the table in IR 7.1-CCC-27 to break out the three components of customer contribution.  If I misstated that, Randy...


MR. AIKEN:  No, that's accurate.

UNDERTAKING NO. JT1.7:  TO UPDATE THE TABLE IN IR 7.1-CCC-27 TO BREAK OUT THE THREE COMPONENTS OF CUSTOMER CONTRIBUTION


MR. AIKEN:  My next question is on 7.1-Energy Probe-23.  In that response, this had to do with the fully allocated depreciation expense and how much was expensed versus capitalised.  And the response, you said roughly 156,000 was expensed out of 613,000.


Then in the response to 4 SEC 20, with the revised 2014 capital expenditures, that $613,000 number is now 604,000, being the fully allocated depreciation.


Is the amount that expensed roughly in the same proportion as to what it was in the original 613?


MS. McLORG:  Yes, the split between OM&A and the capitalization, they stay about the same every year, so the split would be about the same.


MR. AIKEN:  Thank you.


Next question I have is on 7.1-Energy Probe-22.  This is the smart meter depreciation in 2012 versus -- well, in 2012 or 2011.


And I understand your response, but when I look at your original evidence -- and this is the fixed-asset continuity schedules in Exhibit 2, tab 1, schedule 2, and I'm specifically looking at 2011 and 2012, and the "meters" line.


So I'll start with 2011.  This would be before the smart meters were included in the metres line.  I see a depreciation figure of $800,507.


MS. McLORG:  The additions in the year, yes.


MR. AIKEN:  Yeah.  And then when I go to the 2012 number, and this is where you add in the addition, about 8.2 million for smart meters, on top of the 11 million in gross assets, but I see that the depreciation or the additions to a cumulative depreciation rise only by 708,000.


So my question is:  Can you explain to me why the depreciation number has gone down that much, even though you've added $8 million in smart meters?  Is part of that due to change in the depreciation rates effective 2012, or were the smart meters, some of the depreciation of that year, not included in that because it was in your deferral account?


And maybe just to complete the cycle, in your original forecast for 2013, where you're only adding a half a million dollars in additional metres, the depreciation expense goes back up to 992,000.


MS. McLORG:  I think I'll have to take this one away.


MR. AIKEN:  All right.


MR. BATTISTA:  That would be JT1.7, and Randy, can you give us a précis of that undertaking?


MR. AIKEN:  To explain the reduction in depreciation expense in 2012 relative to 2011 and 2013 in the original fixed-asset continuity schedules for meters.  Good enough?


MR. BATTISTA:  Sounds good.

UNDERTAKING NO. JT1.8:  TO EXPLAIN THE REDUCTION IN DEPRECIATION EXPENSE IN 2012 RELATIVE TO 2011 AND 2013 IN THE ORIGINAL FIXED-ASSET CONTINUITY SCHEDULES FOR METERS


MR. AIKEN:  My next question is on 7.1-Energy Probe-24.  And there is a table attached to the response there that goes on for a page and a half, and I'm looking at the bottom, and it has to do with work in progress, and this just may be the way that you've put together the information, but the question is:  Why is there no work in progress at the end of 2014 when there has been for the previous four years?


MS. McLORG:  It just wasn't included in the forecast because it wasn't relevant to the calculation of rate base so it was disregarded.  We can provide a forecast.


MR. AIKEN:  So your capital expenditures forecast is actually higher than what you're showing.  What you're showing is what goes into rate base for 2014.


MS. McLORG:  All the forecasts we've shown for PPNE is in-service PPNE; that's correct.


MR. AIKEN:  Okay.  7.1-Energy Probe-27.  And my notes here say "the response to part H", which is down a few pages, I think.  Yes, this is about the collection lag in the lead lag study.


Now, when I look at this and I see -- I understand the calculation you've provided there and the explanation that goes with it.  And it begs the question:  Is the collection lag independent of how long amounts have been outstanding, based on this calculation?


MS. STRONG:  Yes, it is.


MR. AIKEN:  So what's the relevance then of having these, what I call buckets of one to 30 days, 31 to 60, and so on?


MS. STRONG:  There is no relevance.


MR. AIKEN:  Now, if you calculated the collection lag based on the dollar weight of each of the buckets, do you think the collection lag would be different than what you're showing here?


MS. STRONG:  I'm not sure.  I'd have to do that calculation.


MR. AIKEN:  Okay, I'm going to ask you to undertake to do that calculation, and what you'll need to do it is how many days for each bucket.  In other words, the 1 to 30 day -- if you use the mid-point of each of the buckets, and then for the bucket that's over 180 days, use 270, could you then calculate what the collection lag would be?


MS. STRONG:  Okay, yes.


MR. BATTISTA:  That would be undertaking JT1.7 and it is in reference to interrogatory 7.1-EP-27, and it is to prepare a weighted collection lag, reflective of the subcomponents 1 to 30 days, 31 to 60 days, 61 to 90 days and 91 to 180 days.


MR. AIKEN:  And over 180 days.


MR. BATTISTA:  And over 180.

UNDERTAKING NO. JT1.7 (2):  with reference to interrogatory 7.1-EP-27, and it is to prepare a weighted collection lag, reflective of the subcomponents 1 to 30 days, 31 to 60 days, 61 to 90 days and 91 to 180 days, and over 180 days.


MR. AIKEN:  My next question is dealt with in 7.1-Energy Probe-31 parts (f), (g), (h), but I don't think you need to pull it up.  It is the weighted cost of power in the lead lag study.


And what I'm really asking for is, if you look at -- I don't have the IR number but it's -- I can find it here.  You've updated the cost to power forecast for 2014 in IR 7.5, Energy Probe 25, I think it is, where the total cost of power has been revised upwards to about $290 million.  And the weighted cost to power in the lead lag study is a weight of what you pay the ISO and what you pay Hydro One.


And my question is: On this detailed sheet here that shows a cost of power, which of these line items under the commodity expenses and the wholesale transmission charges are paid to Hydro One, and which are paid to the IESO?


What I'm having a problem with is that in the lead lag study, you are using Hydro One number of roughly 33 million, and in this schedule, I only see 14.9 million under Hydro One.

So I'm wondering which other -- of the low voltage charges, the RRA, the global adjustment, SME, which of these other charges are paid to Hydro One rather than the IESO.


MS. McLORG:  The reference for the detailed table for cost of power, that's 7.5, EP25.


MR. AIKEN:  I think that's where it is, yes.  At least, at the top of the table, it says response to IR 7.5 EP 75 and 8.5 Staff 39 updated.


And just to let you know where I'm getting the 33 million, that is -- it is the response to part (h) of 7.1-Energy Probe-31, where its broken out cost of power -- sorry, the table is labelled “Working capital allowance, HST adjusted”.


The first line item is cost of power, IESO shows a test year expense of 257 million, and then a cost of power, Hydro One, a test year expense of 33 million.


MS. STRONG:  Okay, Hydro One we have some commodities so that would be the difference.


MS. McLORG:  There are areas that were fully embedded and I believe we pay commodity directly to Hydro One.


MR. AIKEN:  Okay, thank you.  My next question is on part (j) of the 7.1-Energy Probe-31 response.


My question here was about the payments that you make on average three-and-a-half days after you receive the service.


And in the response you say:

"The type of payments include postage costs."

Which I can understand, but I didn't understand why you pay your telephone and corporate credit card costs three-and-a-half days on average after incurring the expense.


Can you take the telephone example and explain that one to me, if you could.


MS. STRONG:  Basically these are in our system as paying immediately, and when I discuss this with our accounts payable, these expenses or invoices for Bell are paid immediately after the service end date, so within 3.5 days.


MR. AIKEN:  Shouldn't the lead lag studies look at the difference between when you receive the service and when you pay for it, and that's different than the end of the period when you get invoiced for it?


MS. STRONG:  That's correct.  And I believe it does take into account the mid-point service, as well, of the service period.  It makes into account the mid-point.


MR. AIKEN:  That's the part I don't understand because I -- you assume that you get a bill from Bell once a month, the mid-point of the service -- you already have 15 days before you bill, before you get the bill from Bell.  Then if you pay it three days later, that lag should be 18 days, not three-and-a-half.


MS. STRONG:  Yes, and it should be in there for the specific calculation that's asking for that.  It does take into account the mid-point plus the 3.5 days after the end of service period.


MR. AIKEN:  Okay, so, I understand what you're saying.


MR. AIKEN:  I understand what you're saying.  7.1-Energy Probe-33.  This has to do with the HST component of the revenue lag, or the lead lag study.


And if you go back to the original study or the original -- the report from Elenchus -- this is attachment 3, to exhibit 2, tab 1, schedule 4.


When you go to the very last page, table 10, it shows adjustments for HST receivables and expenses in the calculation of your 13.8 or the revised 13.73 that's in interrogatory responses.


The question I have is around the HST receivables.


Based on this, this is saying that this increases your working capital requirement by 2.8 million.


That means that you are paying Revenue Canada before you get the HST from your customers, creating a cash requirement for you.


Now, my question is, if I can figure it out here, tables 4 and 5.  Yeah, if you go back to table 4 in Elenchus report, this is your revenue lag shown by the four components.  And I'd asked in the interrogatory how you'd calculated the leads and lags for the HST and it was basically the revenue lag minus 45 days because of paying it at the end of the following month, which is fine.  But the problem I'm having, trying to reconcile that, is the HST payable to Revenue Canada, in your example, I think it was if you billed in July, you had to remit at the end of August.  So that's why you said revenue lag minus the 45 days.


The problem I'm having when you look at the 71 days of revenue lag that you are basing this on.  You don't do the invoice at the beginning of this; you do the invoice after the service lag.  You do the invoice after the billing lag.  So that's when you do the invoice.


Then your evidence says:

"Well, okay.  After we do the invoice on average our collection lag is 23.6 days, and it's another day for the payment processing."


So essentially you get the money, the HST, from your customers, 25 days after you bill the invoice -- sorry, after you send the invoice to the customer.


Now, when you print the invoice, that triggers your requirements to pay the following month to Revenue Canada, because it's based on invoice date.  So if you are getting your money 25 days after you bill the customer and you are remitting the HST to Revenue Canada 45 days after that, don't you actually have a positive cash flow for 20 days?


MS. STRONG:  Okay.  So you are saying that really the calculation should start at the bill date and not prior to that?


MR. AIKEN:  Yes, because in your response you said -- and it says:

"Yes, the HST is remitted to the government based on when the bills are issued to customers."


So if you issue the bill, on average you get the money back from them in your bank account 25 days later, and then it is another 20 days on average before you have to send that money off to the government.  So this should actually be a reduction in your working capital.


MS. STRONG:  So the calculation should be adjusted to start at the bill date.


MR. AIKEN:  That's right.  I mean, I can tell you I've looked at other lead lag studies, and what, you know, triggered me to look at this was the fact that it was adding to your cost, to your working -- to your cash-flow requirements, whereas in every other utility I've seen who've done this, it reduces their need, because, again, they get their money before they have to send it off to Revenue Canada.


MS. McLORG:  It sounds like a reasonable premise, but we'd like to look at it to verify that --


MR. AIKEN:  Yes, and if you would undertake to look at it and --


MS. McLORG:  We would.


MR. AIKEN:  Yeah.


MR. BATTISTA:  That would be Undertaking JT1.8, and it would be assessing the GST (sic) remittance in the lead lag study.


MR. AIKEN:  I agree with that except for the "G".  It should be an "H".  HST.


MR. BATTISTA:  HST.

UNDERTAKING NO. JT1.8(2):  TO ASSESS THE HST REMITTANCE IN THE LEAD LAG STUDY


MR. AIKEN:  Those are my questions.  Thanks.


MR. BATTISTA:  Let's see.  I'll just ask the court reporter how she's doing.


--- Off-the-record discussion.


MR. BATTISTA:  Okay.  Mark?

Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  Thanks.  The first question I have is with respect to 1.1-SEC-1.


MS. McLORG:  Yes?


MR. RUBENSTEIN:  I've got to find it now.


Am I to understand from this response that the first time that Veridian's board of directors approved any element of the 2014 budget was at the November 29th meeting, 2013 meeting?


MS. McLORG:  Sorry, you asked about approving the rate application or the budget?


MR. RUBENSTEIN:  Any element of the 2014 budget.


MS. McLORG:  Correct.


MR. RUBENSTEIN:  And the question asks about approving the application, and your response essentially said the board of directors doesn't approve the rate application specifically.  And sort of the first time any element which was the 2014 financial and operating capital plan was presented to them was in November 29, 2013.


So you filed your application months before this, and the board of directors at no point approved what -- the application -- underpinning the application is a capital and OM&A plan for 2014.


MS. McLORG:  Correct.


MR. RUBENSTEIN:  But the board of directors had not approved any element of that before you filed the application.


MS. McLORG:  Not through a formal approval process, no.


MR. RUBENSTEIN:  But an informal approval process?


MS. McLORG:  Being that they were provided updates on our progress with the rate application.  They were provided the prior year as part of the 2013 financial plan, they were provided a five-year forecast that would have had elements of the '14, but the current process is that they are -- the board is provided the financial plan at the last meeting of the year, and in the case for 2013 that was November 29th, and that's when they approved the financial plan.


MR. RUBENSTEIN:  Okay.  Thank you.


My next question is with respect to 1.2-EP-1 and 1.2- CCC-3.  You don't have to pull it up.  It is the UtilityPulse survey.  I just wanted to ask some sort of general questions about the survey.


So is the documents that you provided the only thing that Veridian receives back from UtilityPulse after the survey has been completed?


MR. ARMSTRONG:  In addition to the documents that we provided for the record, we also received Excel tables, I believe, subject to check, with more granular details on the responses that we could use if we so wish.


MR. RUBENSTEIN:  Would you undertake to provide that spreadsheet?


MR. ARMSTRONG:  For which year?


MR. RUBENSTEIN:  For the 2013.  The last survey is completed only.


MR. ARMSTRONG:  We could take that undertaking.


MR. BATTISTA:  That would be Undertaking JT1.9, and that's to provide the underpinning Excel spreadsheets that support the -- which survey?


MR. RUBENSTEIN:  The UtilityPulse survey.


MR. BATTISTA:  UtilityPulse survey.

UNDERTAKING NO. JT1.9:  TO PROVIDE THE UNDERPINNING EXCEL SPREADSHEETS THAT SUPPORT THE UTILITYPULSE SURVEY


MR. RUBENSTEIN:  And my understanding from the survey, it is essentially a turnkey survey.  Do you get to have input into what questions are asked?


MR. ARMSTRONG:  There's two components to the survey each year.  There are general questions that are asked for all participating utilities, and as well for another group of customers that are surveyed to establish a provincial benchmark, so we have an opportunity to comment on the survey questions, but the final design of those questions is the responsibility of -- or at the decision of the survey provider.


Each year they also have supplementary questions that are asked, and we also are solicited for input in terms of what supplementary areas we may wish to explore in a given year, but that input is gathered from all survey respondents, and decisions are made by the survey provider.


MR. RUBENSTEIN:  Okay.  Thank you very much.


MR. ARMSTRONG:  If I could just comment on the undertaking we just took?  I know we do get more granular data, and it may not be in Excel format.  I know we get tables in paper format.  So as I said, it was subject to check that we get an Excel format.  I may be wrong on that, so if it happens that it's paper format, do you wish that information instead?


MR. BATTISTA:  We'll amend the -- I think the idea is to get the underpinning tables that are more granular, and if they are available in Excel, so much the better.


MR. ARMSTRONG:  Okay.


MR. RUBENSTEIN:  If I could turn to 4.2-CCC-10.  And CCC had asked you in this interrogatory some questions about some budgeting process.  In the second-to-last paragraph on the first page, Veridian responds:

"All budget owners are requested to reflect productivity and cost efficiency improvements within their budget."


Can you just elaborate about that?  Is that sort of an -- when they are determining their internal process they are supposed to do that, or is it, it's sort of -- they are supposed to make an explicit calculation about what those productivity improvements would be?


MS. McLORG:  They're asked to review all their business processes annually.  That is part of standard operating procedure, standard business as usual, at Veridian, and to incorporate whatever productivity efficiencies, improvements, they have developed or are planning to develop within their areas into their core budgets, and those are reviewed then at the next level, being at the VP level within that group.


So there isn't a detailed calculation that says, Here's "X", which is a productivity improvement.  It is factored into the zero-based budgeting that they do within their group.


MR. RUBENSTEIN:  Thank you very much.  Now, there is also discussion in this interrogatory response on the next page to Veridian’s corporate scorecard, and it referenced in the application as well, and I couldn't find it.


It is not -- the scorecard results are not in the evidence, am I correct?


I've seen in the evidence there is a discussion about it.  You sort of say what's in the scorecard, but not the specific, actual numbers that flow from it.


MR. ARMSTRONG:  I believe that's accurate, yes.


MR. RUBENSTEIN:  I was wondering if you could provide -- I believe you do the scorecards on a quarterly basis, if I read the evidence correctly.

MR. ARMSTRONG:  There are quarterly projections and annually we have actual -- there’s like actual results in a given year.


So it is an annual scorecard; we do quarterly projections against that scorecard.


MR. RUBENSTEIN:  Okay.


MR. ARMSTRONG:  And we have annual actual results that are presented to our --

MR. RUBENSTEIN:  And I assume at the beginning of the year you have targets for the scorecard.


MR. ARMSTRONG:  Yes.


MR. RUBENSTEIN:  So I was wondering if, for the past three years, you can provide those annual scorecards and the -- I guess the sort of beginning of the year targets for those years.


MR. ARMSTRONG:  That would be for 2011, 2012 and 2013?


MR. RUBENSTEIN:  Yes, and if you have the targets for 2014 as well, that would be beneficial as well.


MR. BATTISTA:  That would be undertaking JT1.10, and that would be to provide the scorecards, target and actuals for '13, '12 and '11.


MR. RUBENSTEIN:  And I guess '14, but we won't -- you won’t actually have actuals.


MR. BATTISTA:  And projected for '14.
UNDERTAKING NO. JT1.10:  to provide the scorecards, target and actuals for 2013, 2012 and 2011, and projected for 2014

MR. RUBENSTEIN:  Thank you very much.


MR. RUBENSTEIN:  If I could turn to 4.2-CCC-2.  I’m not actually sort of -- in the general light of the question, I was wondering who do you directly compete for operations and maintenance labour with?  What other utilities?


MR. ARMSTRONG:  In terms of mobility of staff, in my experience it's primarily been with Toronto Hydro, Ontario Power Generation, and PowerStream, I believe.  Others may be able to add to those, but those would be the biggest ones.


MR. RUBENSTEIN:  And with respect to sort of people in the finance and accounting space, I assume you are competing not just with other utilities in similar roles, but other organizations who employ accountants --


MS. McLORG:  Correct.


MR. RUBENSTEIN:  -- and finance officials.

MS. McLORG:  Correct.


MR. RUBENSTEIN:  So when you are benchmarking finance and accounting salaries, how do you go about doing that differently than, say, operations and maintenance, where there is a specific industry that you can look at, and other LDCs for sort of comparable costs?


MR. ARMSTRONG:  You are referring to unionized positions, so I'm not aware of any benchmarking that we've undertaken on a position-by-position basis for unionized positions.


Primarily, the benchmark that's used is that for journeyman linemen, so we certainly benchmark at that level.  And other positions within the collective bargaining process are established on internal equity basis, through a point system that's been developed some years ago that we've maintained.


MR. RUBENSTEIN:  It doesn't have to be necessarily, you know, a strict benchmarking study.  But you're looking at other utilities so you have a sense of -- if you are competing with labour from other utilities, you are looking at what utilities are paying?


MR. ARMSTRONG:  That's correct.  In evidence -- I can find the reference.  We did provide some comparative information on journeyman-lineman rates.


MR. RUBENSTEIN:  No, my question is more with respect to positions that are outside of -- that you are competing with not just labour with other utilities, but sort of a -- the broader finance and accounting sectors.


MR. ARMSTRONG:  And I'm not aware of any benchmarking that we've done for those unionized positions.


MR. RUBENSTEIN:  No, my question is just: How do you go about doing it, determining sort of for a finance or accounting position.


MR. ARMSTRONG:  It is collectively bargained.  So, as I’ve said, we primarily -- you know, the biggest labour expense that was in our collective agreement relates to the trades positions.  So we do benchmark other utilities for those, and those wage rates tend to drive all the wage rates throughout the collective agreement because of the implications of our internal equity system.


MR. RUBENSTEIN:  Thank you very much.  If I can turn to 4.2-VECC-11, and in response, I am sort of -- I guess this is the third page or the attachment, you provide a permanent employee business case justification form, which is your internal business case to add a new position.


MS. McLORG:  It is.


MR. RUBENSTEIN:  I was wondering if you could provide a copy of this document, or this type of document, for all the new positions since 2011.


MS. McLORG:  All of the new positions since 2011?


MR. RUBENSTEIN:  Yes.


MS. McLORG:  Yes.


MR. BATTISTA:  That would be JT1.11, and that's to provide a --


MR. RUBENSTEIN:  To provide the permanent employee business case form, completed form for each of those positions.

UNDERTAKING NO. JT1.11:  To provide a completed permanent employee business case form for all new positions since 2011

MR. BATTISTA:  Okay.


MR. RUBENSTEIN:  If I can go to 4.2-VECC-12.  This was the discussion with respect to your pole testing program, and I am paraphrasing from the response.  My understanding was the asset condition assessment was based on a testing of 1,500 poles, which, in the assessment, it was sort of deemed that that was -- you needed to do much more to have a proper assessment of the condition of your poles.


So you decided to test all poles to be completed by 2016; am I correct?


MR. SMITH:  That's correct.  We have plans to do more.


MR. RUBENSTEIN:  My understanding is -- it's to complete all the poles by 2016?


MR. SMITH:  Correct, yes.


MR. RUBENSTEIN:  So I am just trying to -- I am interested in sort of the jump from 1,500, which was not adequate, to all the poles and why that's sort of the best -- sort of the most prudent way to do it.


MR. SMITH:  It came about through our asset condition assessment and the work that we did on that assessment, and evaluating the results that we had on hand already, and then in discussions with Kinectrics, who provided that study for us.


It was, in their opinion, because of the significance of the asset, and the asset value that those poles may have or do have to us, that we’d need to get additional information to be able to understand more completely what we want to know about those poles, and the accurate condition of them in our system.


And so we then looked at how to gather that, and then assigned a timeframe of three years to try to gather that information and have a complete picture of our pole condition.


MR. RUBENSTEIN:  So 1,500 to your entire pole inventory is a small amount.  And I think in your evidence you sort of -- you used the word sort of you needed -- or the asset condition assessment said you needed to increase the sample size significantly.


But you are planning to review and test all the poles?


MR. SMITH:  That is the plan as laid out, yes.


MR. RUBENSTEIN:  Why is not just a better sample more prudent?


MR. SMITH:  Well, as discussed in the response to the IR, we find it difficult to be able to accurately characterize the pole conditions overall with just a small sample, because of variations in condition and even materials, being natural materials, that we'd want to understand fully what our pole conditions are specifically, so that we can make the best decisions around replacements, or changes, or whatever would be required as a result of that.


MR. RUBENSTEIN:  But the asset condition assessment didn't say you needed to review all of your poles; that was a decision that Veridian made?


MR. SMITH:  The condition assessment did not say every pole; correct.


MR. RUBENSTEIN:  Thank you very much.  I do have potentially another question, but I guess it is probably best to wait until the end, because it was may be on the confidential information.


MR. BATTISTA:  Okay.  It's -- well, that's -- other than your extra question for later, that would be it for the intervenors.


Now we'll move on to Board Staff, and we'll take a break at around 11.


Perhaps we can take a break now, because there are a number of questions that Board Staff may pose, and they're written out, so they may be -- it might be more expeditious just to agree to file the responses by way of undertaking.  So we can speak off record with Veridian to see if that's a suitable approach, and with respect to when we should reconvene, let's say -- is everyone okay with 11 a.m., about 18 minutes from now?  Okay.  Thank you.


--- Recess at 10:42 a.m. 


--- On resuming at 11:12 a.m.

MR. BATTISTA:  We will reconvene.  Prior to the break I had handed out some questions on distribution-system-plan-type interrogatories, and Veridian has kindly looked at them and has sorted them into two bunches, one bunch dealing with the ones that they can address orally now and the balance they would undertake to respond by way of undertaking.


So, we might as well begin with the ones that are going to be responded to orally and I'll leave it in your hands in terms of the sequencing.


MR. PETREW:  Could I ask for a clarification on the question, 1.1-Staff-1, starting with "Could Veridian clarify or point Staff to where..."?


MR. ZWARENSTEIN:  I've put a number to the question.  I am wondering, which one is that one?


MR. PETREW:  The question 1.


MR. ZWARENSTEIN:  So I had eliminated question 1.


MR. PETREW:  Sorry.  Question 2:  Could Veridian confirm that this only includes both failed units and units replaced?  It only includes failed units.


MR. TURNEY:  Since we are not reading these questions onto the record, do you want to mark this as an exhibit?


MR. BATTISTA:  Yes, that's a good suggestion.  Sorry for the interruption.  The Board Staff interrogatory questions are filed as KT1.1.

EXHIBIT NO. KT1.1:  Board Staff Interrogatory Questions


MR. PETREW:  So the second question is?


MR. ZWARENSTEIN:  It was looking for the difference.  Those are only the failed units.


MR. PETREW:  That answers the second question.


MR. ZWARENSTEIN:  It does, yes.


MR. TURNEY:  Sorry.  So question 3 is next.  Question 1 of question 3 is a clarifying question regarding whether we're talking about the same project in two different areas of the -- well one is the application and the other is an IR response.


5.1-Staff-24 is referring to the Micro-Grid project that we had put in our application.  And E2, tab 3, section 7, page 17, line 12 in the application is referring to general -- the general introduction of Smart Grid devices onto the distribution system and the fact that we go through a testing phase with devices before we adopt them as standard equipment with -- on the system.


So two different -- two different things being referred to.  Yes.


Question 2 of question 3, yes, we were not aware of the PowerStream project and you know, we did attend those joint meetings, but for whatever reason that -- we were never made aware of that project.


Question 3 of question 3, I'm not sure if we weren't aware of the PowerStream project, if question 3 is still relevant or not.


MR. ZWARENSTEIN:  Well, question 3 really applies to the general introduction where you indicate you did not respond to part (b), you said it is not applicable.  But I actually think it is applicable, but you, in fact, have answered it in that other place.


MR. TURNEY:  Yes.  Can I take that away then and respond in writing?


MR. ZWARENSTEIN:  That's fine.  Thank you.


MR. TURNEY:  And then question 3 is actually asking us to take an undertaking to further expand on this integration of SCADA monitoring and the vehicle to grid program of the Micro-Grid project, so we can take that as an undertaking.


MR. ZWARENSTEIN:  Thank you, again.


MR. BATTISTA:  We have some undertakings here.  I was going to deal with the undertakings -- sorry that the under -- we'd have one undertaking saying the questions that weren't answered orally, Veridian undertakes to answer by way of written undertaking.  If that's agreeable?


MR. PETREW:  Question 4, Q1.  There are inspection and maintenance programs for the overhead line switches and the pad-mounted switch gear.


Underground cables currently are only assessed, based on age.


Q2.  Could you clarify what you mean by "Premature replacement", please?


MR. ZWARENSTEIN:  Yes.  So the understanding is that when you say you are proactive in replacement, that you're replacing equipment which is not indicated by a condition assessment as requiring replacement.  That is, you have estimated on the basis of age, without further examining the equipment, and determined that it should be replaced.


So you might be replacing excessive amounts of equipment.


MR. PETREW:  Could we -- we'd like to take that away as an undertaking please.  Q2 and Q3, please.


MR. ZWARENSTEIN:  Thank you.


MR. TURNEY:  Okay, question 5, then, would come back to me, and it is a question really asking how the 50-50 split was determined in cost sharing between cost sharing of the communication platform between renewable-enabling generation projects and other smart grid devices.


We literally took a 50-50 split, based on the fact that both of those systems would be able to use the communication platform.  And we split, therefore, on an equal basis.


MR. ZWARENSTEIN:  This did not, as suggested in the part (f), this was not based on account of projected renewable generation projects?


MR. TURNEY:  No, that's correct; it wasn't.  


Q2 of question 5, we'd like to ask for some clarification around that question.  We've read it a couple of times and we're not -- not sure of what the question is looking for.


MR. ZWARENSTEIN:  So if you have determined that a certain amount of the communication is relevant for renewable energy investment consideration, then the Board ascribes a certain percentage as indicated in that reference EB-2009-0349.


That -- the total amount of what is relevant would not necessarily be applicable to the provincial cost.


That is, there is still a component of the cost borne by the utility itself, even though you deem it as equipment relevant for renewable investment compensation.


MR. TURNEY:  Yes.  We understand that that factor has to be applied.


MR. ZWARENSTEIN:  So the 50-50 does not consider that and the amounts in the table, I think it was $900,000, et cetera, does not consider the 94 per cent or whatever per cent is deemed.

MR. TURNEY:  That is correct, it doesn't.  We just took the total estimated capital cost and split it 50-50, with no 94 per cent factor.

MR. ZWARENSTEIN:  Thank you.


MR. TURNEY:  Question 6 would come to me as well.  I may need some help from Peter and Craig as well.


The S&C Intelliteam Project actually started as a project to defer a capital investment in underground primary cable replacement in a particular area of our system.


So, it started as a sustainment type program, but it is a little bit of both because the underground primary cable it deferred will or has had to have been replaced over time, as well.


MR. ZWARENSTEIN:  So are you ascribing the replacement cable as the cost of sustainment and this is renewal?  The S&C Intelliteam seems to me to have been an interim measure.


MR. TURNEY:  Correct; it was an interim measure to help defer the cost of that underground primary cable replacement and improve the reliability in an area of our system where there was a degradation of reliability.


MR. ZWARENSTEIN:  So with the replacement of the cable is the S&C Intelliteam facility removed?  Or does it remain in place?


MR. TURNEY:  It remains.  It replaces it, yeah.


MR. ZWARENSTEIN:  And therefore you are describing it as renewal capital; you confirm that?


MR. TURNEY:  Correct.  In Q2 of Question 6 the 15 per cent amount relates only to the study cost.  It does not relate to any of the capital cost of the S&C project itself.


MR. ZWARENSTEIN:  Thank you.


MR. BATTISTA:  So, what we'll do is under Undertaking JT1.12, Veridian undertakes to respond by way of written undertaking response to the Board Staff questions that haven't been addressed orally and these questions are taken from exhibit KT1.1.  Are you comfortable with that undertaking?


MR. TURNEY:  Yes.
UNDERTAKING NO. JT1.12:  to respond in writing to Board Staff questions in Exhibit KT1.1 that haven't been addressed orally.


MR. BATTISTA:  Board Staff have a couple of other questions.  I'd like to take you to SEC -- or issue 1.1-SEC-1.  The response to that interrogatory was risk and audit committee meeting materials.  And on the second page it's noted that there are redacted elements to that document, and as well as on other pages, Veridian in responding to the interrogatory didn't explain the reason for the redaction, and there's a whole Board practice on confidential treatment

Perhaps you can at least initially tell us why it's redacted, and there may have to be some subsequent steps in order to complete the process on that.


MS. McLORG:  We redacted that information as it only pertained to Veridian Corporation, Veridian Energy Inc. and the renewables business line, Renewable Generation business line within Veridian Connection, not within the core business of VCI, and therefore it wasn't relevant to the proceeding.


MR. BATTISTA:  We'll take that as your letter to the Board indicating why the interrogatory had a redacted part to it, and for now we'll leave it at that.  If there is further action required on that, you will find out about it in due course.


I'd like to take you to interrogatory 1.2-Staff-5, and this has to do with the Seaton project.


And the interrogatory asked whether Veridian had calculated the impact on its customers' future rates if Seaton transformer station is rebuilt and operated by Hydro One or whether it's built and operated by Veridian.


And the response was that at this time the impact of customers' future rates haven't been calculated.

That appears to beg the question as to whether business case on this major project has been prepared, and if was prepared, wouldn't a rate impact be an important component of it.


MR. PETREW:  The business case has not been completed, as of yet.


MS. McLORG:  I will follow that up, that of course customer rates will be considered within the business plan.


MR. BATTISTA:  Do you have some idea as to when this project -- or the business case of the project would be available?


MR. PETREW:  The planned completion of the business case is Q4 of 2014.


MR. BATTISTA:  This fiscal year, this business year?


MR. PETREW:  Correct.


MR. BATTISTA:  Just, as a preliminary question, would Veridian be prepared to, if requested, to file that business case?


MS. McLORG:  I don't see why not.  Yes.


MR. PETREW:  Yes.


MR. BATTISTA:  Thank you.  I'd like to take you to 4.1-Staff-13.


The interrogatory focused on cable locating costs, and -- excuse me -- it's noted that the test year provides $1.1 million and this is an increase from $.8 million to 2012.


Major road work, regarding Highway 7 and 407, sort of is mentioned as a reason for the amount in 2014.


And the question posed was: Well, is that amount of road work, you know, is it expected to occur and be maintained at that level during '15, '16, '17 and '18.


And I guess the answer says: An in-depth analysis of locate volumes wasn't performed.


So, the question is:  Well, what assurance is there on the record that that spending will be maintained at that level for cable locates, if an analysis isn't available to defend it?


MS. McLORG:  I just -- I want to understand; the question is why wasn't -- or --?


MR. BATTISTA:  It seems that there is a spike.  Cable locating sort of spikes --


MS. McLORG:  There is actually a reduction in costs in 2014, relative to 2013.  

MR. BATTISTA:  Right --


MS. McLORG:  Costs are reduced.


MR. BATTISTA:  -- but not 2012.


MS. McLORG:  Right, because volumes aren't expected to reduce but Veridian is actually reducing the cost per locate.  So you're asking what assurance Veridian can provide for the IRM period on it cost levels?

MR. BATTISTA:  Not the cost levels; it is really the activity level.  Because the road work -- the road work on 7 and 407.


MS. McLORG:  The activity of road work within our area is always strong.  There is particularly large projects involved with the 407 and Highway 7 right now.  But they are not the major -- they are not the only cost driver.


MR. BATTISTA:  Okay.


MS. McLORG:  If you look back at the evidence, we've also noted that Veridian's move to One Call, on -- to Ontario One Call was really the driver in this spike of volumes and our actual 2013 volumes actually came in higher than our original forecasted.


MR. BATTISTA:  Your actuals are okay.


MS. McLORG:  Our actuals are actually higher in 2013.


MR. BATTISTA:  Okay.  Could you go to question 4.2-Staff-17?  This has to do with compensation of unionized staff, and it's indicated that Veridian is sensitive to the local market and competes for human capital.  And so in establishing a plan of compensation, particular attention is placed on wage rates and benefits in the LDCs in the Greater Toronto Area.


The IR requested whether, going forward, does Veridian believe that the approach of comparing to the comparators in the GTA to establish sort of a plan of compensation for its own employees is a sound and sustainable compensation policy.  And Veridian answered that: 

"Veridian continues to hold the view that its compensation plans must be competitive within the context of the local market."


But, with respect, you haven't really answered the question as to whether it's sound and sustainable, especially on the sustainability, given that if you are always comparing to the guy next door and they're doing the same, you end up with a spiral upward.

And so I was wondering whether that kind of compensation strategy is sustainable with the spiral effect of always comparing to the guy next door -- or gal, for that matter.


MR. ARMSTRONG:  I'm not sure that I can comment on it at that macro level, but the reality is that we do in fact compete for skilled trades with our LDC neighbours, and we do have experience of losing skilled trades after investing in training apprentices who have been known to become fully competent employees, and then they depart for a nearby distributor.  

So it’s a real issue for us, we believe we do have to be competitive our neighbouring utilities.


MR. BATTISTA:  But sustainability in the terms of the cost to the ratepayer and the cost of operating the system, if wage levels are always based on what next door is -- sustainability from that perspective, if that strategy can hold for the next couple of years.


MR. ARMSTRONG:  Well, there really isn't a strategy that we can embark on as an individual distributor to change the overall market rate for labour.  So we have to work within the market that we do business in.


MR. BATTISTA:  Do you cooperate at all with your other LDCs in the GTA on compensation policy?


MR. ARMSTRONG:  Our HR counterparts do talk to each other.  In terms of a coordinated bargaining approach, I'm not aware of anything of that nature.


MR. BATTISTA:  Okay.  I'd like to take you to question 4.2-Staff-18.  This question had to do with the distribution asset management activities, and it was a request for a breakdown of the amounts.


If you go to the bottom of the interrogatory response, the activities shown are critical asset management system planning, pole testing, cable testing, distribution automation.


A lot of them appear for the first time in 2014, and I was wondering whether those activities are expected to remain at that level during the IRM period, or are these more one-time efforts at improvement.


MS. McLORG:  I agree that pole testing and cable testing appear for the first time in the 2014 forecast, and we have provided evidence in Exhibit 4 that states that we will be spending $150,000 a year for the entire period.  And the $160,000 a year for cable testing is actually an amount -- I can find the evidence reference -- but it's in Exhibit 4.  I'll take a minute and look for it.  

What we're proposing, actually, is to do the cable testing in an accelerated format before the end of the IRM period, but we have amortized that amount to be the full amount recovered over the period through that 160.

So I believe the amount -- we are actually looking to do the testing in a three-year period.  But 160 times the test year, and the ensuing IRM is the total amount of the testing, so it's been amortized.


And vegetation management: that's an ongoing activity, and that just shows the increase in the forecast year.  Similarly with distribution automation; while it is a relatively new department for Veridian, there were activities in 2012 and in 2013 and 2014.  We've gone through extensive -- we have provided extensive evidence on those additional activities related to distribution automation department.

And similarly with our focus on substations.  There is increased testing maintenance work to be done on our substations, as they are critical assets.


MR. BATTISTA:  Okay, thank you.  I'd like to take you to interrogatory 6.1-Staff-28.


This is an interrogatory about the integrated -- or the modified approach to the revenue requirement whereby the full year impact of capital for 2014 is, by way of the modification, is recovered in '15, '16 and going forward.


And in that regard, Board Staff had asked the question as to whether this modified approach negatively or positively impacts the level of Veridian's business and/or financial risk.


And Veridian responded that it didn't believe that the modified approach has any impact, positive or negative, on the levels of business and financial risk.

And I was wondering in that -- in that the modified approach provides Veridian more revenue than otherwise would be the case to meet its costs, why the increase in revenue would not correlate to a better financial position and, therefore, a less risky financial position for the company.


MS. McLORG:  The modified approach takes into account the return on investment and the depreciation associated with the year-end net fixed asset position, a prudent investment that the Board would actually approve for Veridian to make by way of decision.


So, it's not about changing the risk associated with those investments, but the fair return of that investment.  It doesn't change the business or the financial risk to Veridian; it is to ensure the fair return associated with Veridian's investment on those assets.


MR. BATTISTA:  I won't pursue this because it might get into argument, so we'll leave it at that.  

I have a really bulky laptop, so you'll have to bear with me here.  

The last question from Board Staff is 7.5-Staff-32, and it is in regard to the settlement agreement from the last cost of service proceeding.


And in that settlement regarding long-term debt, it established the long-term debt for the period 2010, May 1st, to December 31st, 2014 at a certain amount, and then the agreement went on to say for each five-year period after that date, the Board's deemed long-term debt rate set closest in time to the start of the period, less the same fixed 30 basis points reduction, will form the mechanism to create the deemed rate for the next five-year period.


The question from Board Staff in its interrogatory noted that the current rate for deemed debt established by the Board applicable in these proceedings is about 4.88 percent.  And there was a question as to whether it's reasonable that 5.75 would be used for the deemed rate for 2014 when the deemed right now under normal circumstances is 4.88 percent.


The response was that the settlement really sets the table, and that a settlement is accepted by the Board, and so -- and there was mention made of, it would be inappropriate for Veridian to be required to retroactively justify the details of that settlement.  If I am misstating in my précis, just let me know.


And I was wondering why a consideration of the long-term debt rate for Veridian deemed for 2015 cost of service is described by Veridian as a retroactive consideration.  The idea would be for 2014 going forward we'd use the deemed rate for 2014 cases.  It's not going back in time and redoing '12, '13, 2011.


MR. TAYLOR:  No, no, it's -- maybe I can answer this, Richard.  When we are say "retroactive" we are not talking about what the deemed debt rates would be retroactively.  It is the methodology.


So there was a methodology that was agreed upon by the parties to the settlement agreement, and that methodology was a long-term plan.


MR. BATTISTA:  Right.  And -- okay.


MR. TAYLOR:  So the response is basically saying we don't think it's appropriate in this proceeding to go back and revisit the methodology that was agreed on by the parties in the last cost of service.


MR. BATTISTA:  So then taken, I guess, literally, what you are saying is that methodology would be in place forever, to be extreme about it?  And by "indefinitely" --

MS. McLORG:  As part of the settlement agreement Veridian agreed to re-establish those debt instruments on a 30-year basis, as requested by the intervenors.  So that methodology will be in place as long as those debt instruments are, which, currently it's a 30-year term.


MR. BATTISTA:  So that's the intent here, that that mechanism --


MR. TAYLOR:  Yes.


MR. BATTISTA:  -- regardless of what happens where there's a - they are not aligned any more.  The five-year periods are a tranche of time, but they may not be aligned with the cost-of-service application timetables and whatever.  It is your view that this holds, and it holds fast, for 30 years?


MR. TAYLOR:  It is.  And, you know, sometimes it may work in favour of the customers and sometimes it may not.


MS. McLORG:  That's correct.


MR. TAYLOR:  But at the time we entered into this agreement with the intervenors it made sense to all the parties.


MS. McLORG:  No discussion -- I don't know if I should say that --


MR. BATTISTA:  Yes --


MR. TAYLOR:  We're careful -- 


MS. McLORG:  So -- so -- I guess I will just say that the terms of the settlement do not include any reference to Veridian's rate rebasing.


MR. TAYLOR:  That's correct.


MR. BATTISTA:  You mean like cost-of-service applications?


MS. McLORG:  Timing of rate rebasing.


MR. BATTISTA:  Right.  So they are disconnected?  The --

MR. TAYLOR:  That's right.


MR. BATTISTA:  The nuts and bolts of the agreement are disconnected to the rebasing --


MS. McLORG:  Similar to any other debt instrument that any utility may take in any point in time.


MR. BATTISTA:  Okay.  So that's your approach.  And again, I don't want to -- the point of a technical conference is not to get into argument and whatnot, but...


That's it for Board Staff's questions.  I believe Mark has a few questions, and we are on air now.  I guess I had forgotten to put ourselves on air --


MR. RUBENSTEIN:  They're confidential questions.


MR. BATTISTA:  And there are utilities out there who listen to tech conferences, so we got a call that we weren't on air.  So if we're going to go -- we have to be careful if we get into a confidential realm --


MR. RUBENSTEIN:  There will be --


MR. BATTISTA:  -- we go off air, so --


MR. RUBENSTEIN:  I have two questions that are both confidential.


MR. BATTISTA:  That are confidential.


MR. RUBENSTEIN:  Yeah.


MR. BATTISTA:  Okay.  So we'll go into -- in camera, and we'll pull the plug out on air.  I know how to do it.

--- On commencing in camera at 11:48 a.m.

[Page 59, line 4 to page 63 line 1 have been redacted]


[Page 59, line 4 to page 63 line 1 have been redacted]

--- On resuming public session at 12:13 p.m.


MR. BATTISTA:  Okay.  We're back in session on an in camera basis.


MR. TAYLOR:  So I think that we will agree to provide the undertaking on a confidential basis, but just so I'm clear, there won't be any arguments about confidentiality from SEC, will there?


MR. RUBENSTEIN:  I will not...


MR. TAYLOR:  And will there be any arguments from Board Staff about confidentiality?


MR. BATTISTA:  The most emphatic I can be is likely not.  Likely not.  Given history, given certain precedents on when you can associate a salary with an individual, I would be surprised if Board Staff would file that that information should be public.


MR. RUBENSTEIN:  I want to put a caveat on my statement, though.  If we were -- if this would go to hearing, I may potentially -- and, well, there are two things.  First, the survey itself that you provided at the current moment you've provided only on a confidential basis, so on the assumption that maybe that becomes public at a later point, I may want to aggregate some of that data that you have provided to potentially put or seek to put on the public record.  I'm not -- I assume we're going to have that discussion, we'll have a discussion about that before I do it, but I'm not -- I'm not saying that I may not seek to aggregate that data and seek to put it on the public record.


MR. TAYLOR:  Which data are you talking about?  Data from...


MR. RUBENSTEIN:  From Veridian employees, so take a subset of the data you have provided, and aggregate it, and compare it to a subset of the data in the report.


MR. TAYLOR:  As long as we would reserve the right to object to that.


MR. RUBENSTEIN:  Yes.


MR. TAYLOR:  We're not consenting to that.


MR. RUBENSTEIN:  Yes, I'm...


MR. BATTISTA:  Okay.


MR. RUBENSTEIN:  Yeah.


MR. BATTISTA:  Okay.  So perhaps it would be worthwhile to revisit the wording of the undertaking, and that to be JTX1.1.


MR. RUBENSTEIN:  Yeah, this is for Veridian to provide for each survey benchmark job, please provide, if applicable, the actual 2013 compensation costs for the comparable Veridian employee, broken down by actual base, actual bonus percentage, and actual total cash, which are the categories in the report.
UNDERTAKING NO. JTX1.1: for each survey benchmark job, to please provide, if applicable, the actual 2013 compensation costs for the comparable Veridian employee, broken down by actual base, actual bonus percentage, and actual total cash, which are the categories in the report

MR. TAYLOR:  And just one more point from me.  If ultimately the Board rules -- so let's say another intervenor does object to this document being treated as confidential and the Board rules that it should not be treated as confidential.  Then we would invoke our -- potentially invoke our right to remove the document from the record.


MR. BATTISTA:  Yeah, I believe the practice on confidentiality allows that, that evidence is filed on a confidential basis.  If that's turned down, the applicant always has the right to withdraw that evidence.  There could be further action after that, but the right to withdraw is there.


MR. TAYLOR:  I'm just stating the obvious.


MR. BATTISTA:  Yes.


MS. DJURDJEVIC:  Yeah, I mean, I think you have to have that, you know, discussion, you know, when you come to it.  You can't, you know, speculate on that, you know, what other arguments other intervenors may make as to the confidentiality of why the information should be disclosed and then how, you know, the Board would respond to it, so, I mean, yeah.


MR. BATTISTA:  Okay.


MS. DJURDJEVIC:  We have, you know, practice -- rules and practice directions about these things, and that's what we go by.  I mean, one thought I had, that, you know, some -- you know, with the examples of small companies, where you know exactly if you omitted personal information, such as a person's name, but you said, you know, vice-president of whatever, you know exactly who you are talking about, and therefore there is a disclosure of personal information.


But on the other hand, you could refer to people as, you know, somebody in the position T3, you know, and we know there's bands and categories.  So there could be a dozen people in the company who are in band T3, for example.  And that way, you know, that information -- the information could be put on the public record, but without divulging personal information contrary to the rules.  But again, that's, you know, pure speculation at this point, so we'll have to see what comes out of this, so...


MR. RUBENSTEIN:  All right.  My second question is a set of questions with respect to the 2013 utility performance management survey.  So on page 5 of the document it says 28 utilities participated in the 2013 survey, at the top.  Is it your understanding that those are Ontario LDCs, those are the utilities that took part?


MR. ARMSTRONG:  Yes, they are.


MR. RUBENSTEIN:  And those are regulated by the Board?


MR. ARMSTRONG:  Yes, they would be.


MR. RUBENSTEIN:  Thank you.


Now, if you go down in that section it says "volume 1, the management report".  And volume -- and on the next page, page 6, it references volume 2, the statistics and ratio report.  Do you see that?


MR. ARMSTRONG:  I do.


MR. RUBENSTEIN:  And my understanding, you've only provided today the management report, correct?


MR. ARMSTRONG:  That's correct.


MR. RUBENSTEIN:  And does Veridian have in its possession a copy of the volume 2, the statistics and ratio report?


MR. ARMSTRONG:  Yes, we do.


MR. RUBENSTEIN:  And can you please provide a copy of that document?


MR. ARMSTRONG:  I'll defer to legal counsel on that question.


MR. TAYLOR:  Veridian is unable to provide that document, by virtue of a confidentiality provision in a contract with the MEARIE Group, and the MEARIE Group has not provided consent for Veridian to disclose that document, so, no.


MR. RUBENSTEIN:  Thank you.  That's all my questions.

MR. BATTISTA:  I believe that ends the questioning on interrogatory responses provided by Veridian on February 18th.  As you well know, next week the settlement starts on Wednesday, Thursday and, if necessary, on Friday.


It is always useful to have the undertakings responded to by that time, so that the so that the pieces aren't missing on pertinent decisions that have to be negotiated during the settlement.


So if there is nothing else, I thank you for your participation and we'll see you on Wednesday.


--- Whereupon the conference concluded at 12:15 p.m.
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